
¯ ’- "~SEMBLY C0~ ON C.OVERNMENTAL Ott6~ANIZATION       SB 1990
(Senate Policy Cormnittee Vote: 8-0)

STAYF ANALYSISOF SENAT~ BILL 1990 (Dills)

As Amended:

Subject: A!coholic Beverages Consultant: Lang

Repeals exlst!~g statutes relating to alcoholic beverage fair trade
prlclngpollcles, which have been invalidated by recent court decisions.

BACKGROUND

Existing statut=u, generally kno%~n as "fair trade" laws, require the
filing of minimum retail and wholesale prices for alcoholic beverages
by the manufacturer or his agent. In addition, those provisions
prohibit the selling of alcoholic beverages at prices below-the
minimum retail price filed by the manufacturer.

In May 1978, the CallfDrnla State Supreme Court ruled that fair trade
laws affecting ~!s~led spirits and beer are in vlola~_ion of the
Sherman Ante-trust Act (Ric~ V. Alcoholic Beverage Appeals Board).
That decision invalidated the sections of Califor~da law relating to
the distilled spirits a~d beer fair trad~ pricing.

In addition, later court cases have invalidated wine fair trade pricing
laws {Caplscean, Inc. V. Alcoholic BeveraQzA~peal~ Board) and
wholesale pricd posting laws for wine (M_idcalAlumrinum, Inc. V. Baxter
P, Ice).

D~SCRI~T~ON OF TH~B_!I&

This bill repeals those sections of law invalidated by the previously
mentioned court cases.

COM~4E~TS/QUESTIONS

This bill is sponsored by the Department of A!coholic Beverage Control
in an attempt to pu/ge existing statutes which have been inval~dated,
from the ABC Act.

Wine Re~urns:

In one ~ourt Case, the court completely invalidated all ~f Chapter
ii of the. ABC Act, even though one section {Section 24879) did not deal
with fair trade pricing. That section deals with the return of wine
from a retai~er to a wholesaler or winegrower, and according to the
ABC, should be 5ransferred to another section of.the Act.

The Department of Alcoholic Beverage Control s~pports the measure.
There is no known opposition.
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T~iS bill would delete various i~valldate~ sectlor~ o~ law deali~
~lth alco~llc beverage and wlnc ~alr
p~st~s.,-It woul~ s1~o ~e-enact lan~us~e deslinl, wi~h ~e return
o~,wl~.e by retailers.                       "
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CHAPTER 1368 846 CALIF. STATS. 1980

CHAPTER 1368

(Senate Bill No. 1990)

An act to add Section 23104.1 to, to repeal Sections 24752, 24755, and 24755.1
of, and to repeal Chapter 11 (commencing with Section 24850) of Division 9 of, the
Business and Professions Code, relating to alcoholic beverages.

[Became law without Governor’s signature. F’ded with Sex~etary of State Octobe~ I, 1980.]

LEGISLATIVE COUNSEL~ DIGEST

SB 1990, Dills. Alcoholic beverages.
Existing statutory law contains provisions relating to alcoholic beverage and wine

faix trade contracts and price posting.
This bill would specifically delete such provisions from existing statutory law, and

would reenact provisions contained in the wine fair trading contracts and price-
posting statutes that regulate wine sales following the return of wine by a wine
retailer to a wine seller.

The pcopl~ of ~e State of California do enact as follows:

SECTION 1. Section 23104.1 is added to the Business and Professions Code, to
read:

§ 23104.1. A retailer may return wiae to the seller or to the successor of the seller
and the seller or his successor may accept the return thereof, but the sellex or his
successor may not sell wine to the retailer for a period of one year after the date the
returned wine is accepted or received unless any 6f the following exist:

(a) The wine is returned in exchange for the identical quantity, brand, and item
of wine.

(b) It is returned pursuant to court order.
(c) The returned wine is a brand or item of wine which has been discontinued by

the seller or his successor, and in such ease the wine is exchanged for the identical
quantity of a brand or item of similar quality.

(d) The wine delivered was other than that ordered by a retailer or was in a
quantity other than that ordered. In such eases, the reta~er may, within 15 days
after such delivery, return such wine to the seller or his successor for exchange for
the wine actually ordered, or may return the wine delivered in excess of the wine
actually ordered. Returns under this subdivision may also be made after 15 days
from the date of delivery upon written approval of the department.

(e) The wine has deteriorated in quality or the container thereof has been
damaged, or the label or container for the wine has been changed, and the wine is
returned and exchanged for the identical quantity of the same brand and type of
wine and size of container. For the purpose of this subdivision, "wines of the same
type" means wines which m~e within the same class as defined in Sections 17005 to
17050, inclusive, by the Standards of Identity and Quality, Title 17, California
Administrative Code, and which bear the same rate of state wine excise tax. Wines
returned and exchanged pursuant to this subdivision shall, have the same current
posted price to retailers.
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If wine or the container th~of is damaged or deteriorated, and the sdI~ thereof
has ceased to carry on a business licensed under this division and there i~ no
successor to such business, such wine may be returned by a retailer to a winegrower
or wholesaler who handles the same brand or item of wine, upon the same terttm
and conditions provided in this section for return of wine to a seller or his
successor, ~ receiving appro,~al from the department.

The approval of the department shall only be required for returns made after 15
day~ from the date of delivery under the provisions of subdivision (d) of this
section, or ~;eturns made under the provisions of the immediately preceding para-
graph of this section.

(0 As used in subdivisions (a), (c), and (e), the term "identical quantity" includes
wine in metric measure containers and wine in United States standard measure
containers which contain substantially the same amount of wine.

SEC. 2. Section 24752 of the Business and PrOfessions. Code is repeMed.

SEC. 3. Section 24755 of the Business and Professions Code is repealed.

SEC. 4. Section 24755.1 of the Business and Professions Code is repealed.

SEC. 5. Chapter 11 (commencing with Section 24850) of Division 9 of the
Business and Professions Code is repealed.

HISTORY; S.B. 1990, approvut fled October 1, 1980. This bill became law with~t the Governor’s
signature, set Gov C §9516.
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EE~TE COMMITTEE ~
G~VERNME~TAL ORGANIZATION
HEKRING DAT~.: Jul3" 5, I%94

AS IB’fRODUCED M2~&~ i~ 1994

Alcoholic Beverages

~__E~CRIPTION

AB 988 repeals, in their entirety, the provislo~ relatin~ to
fair trade contracts and price posting for distilled spirits.

REL T G S T

AB 992 |Tucker) Z99~-94 $e~o~9_~= Among other provisions,
contains the same language ~n this measttre. [Pending hearing
bofor~ Senate Governm~mtal organ~zatlon Committee 7/5/94)

Current law authorizes and reg~.lates certain fair trade
contracts and the filing of price lasts with the DeparT_~ent of
Al~oholic Beverage Control (ABC), as spec~fled.

During the early 1980!s, the courts found the laws for fair
trade �ontl’aets, price posting and m~nlmum pri~ing of distilled.
spirits to b~ violative of the federal sherman Anti-Tr~st Act
(Lewis~Westco & Co. 7 Alcoholic Beverage Appeals Boar~, 136 C.A.
829). This ~easure repeals these legally unenforceable provis!on~
from.th4 code.

KNC~N POSITIONS :..

~[_~: None re~[istered as of 6/28/94.

0~: None reqistered as of 6/28/94.

WRITTEN �OMMUNICATION@: None

I ER: Senate Appropriations.
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DEPARDII~ OF FII~CE BILL MIALYSIS

AME~I~IT DATE: Original BILL NUNBER:
POSITION: I~EUTRAL FISCALLY; DEFER TO BUSINESS, AUTHOR:

. TRAMSPORTATION ~ IJOUSING AGENCY

BILL

This bill repeals In their entirety theprovlslons relating tv fair trade
contracts and price posting for dlst11]ed $plrlts.

988
Ttcker

SO ___ (F.~scal ],m~c~ bY F~cal year) .....
CodetDeparLment    LA (Dollars tn Thousands)

Agency or Revenue CO PROP Code
’~ T~Pe .... ~.~ g___~_8- [q 199~-R3 FC ]993-g4 FC ]994-95 [u~d

ZIOO/ABC ......... Not~ioor Fiscal Impact. 08]/A~C

Bo

ExIsL|ng ]a~ authorizes and regulates certain fair trade conLract~ and the
filing o~ price lists with the Department of Alcoholic Beverage Control
(department),

This bill would repeal, in thetr entirety, the provisions relating to fair
trade ~ontra~ts a~d price posting for distilled sptrtts.

The intent of.the btll is to repeal provisions of Chapter ]0 of the ABC Act
that are not legally.enforceable because the~ violate the federal Sherman Antl-.
Trust Act (Lew|s,Westco & Co. v. Alcoholic Beverage Contro~ /Lppeals Board, Z36
C.A. 3d 829).

The department indicates that Chapter I0 has 5ee~ inoperative for over 12
and this b|]l Is eel-el? a spot bill to clean-up Chapter

Finance is neutral fiscally and defers to the Business, Transportatlonand
Housing Agency on the bills policy tmp]icatiens.

Fiscal A~alysls

This btll would not result in an? f|sc~l Impact.on the dep~rbeent.

knal~st/Pr|nctpal     Date     Program Budget M~ni~er         Date
(7~4_) Aames A.~J~areman q.~-~aWall~,s L. Clark ~

~ent Deputy Oi~ctor .. Date

Gove~or’s Office~ By; DoLe:

B]&L~NALYSI5

Positio~ Noted__~ .
i’osition Approve____

Position Disapproved ~
Form DF-4~ (E~v 03?g~ Buff~ . . .

~R\BA\AB.g3\ABg~.744

TX028 007



e
DEPARTI(IENT OF FINANCE BILL

MIEHI)MENT. DATE: August 8, 1994"
POSIIION:      NEUll(AL FISCALLY: DEFER TO BUSIHESS,

TRANSPORTATION AND HOUSING AGENCY

BILL NUMBER: AB 988
AUI!~I(: Tucker

.BILL

AB 988 would: I) Repeal, in their entirety, the provisions relating to fair t~.ade
Contracts and price posting for dlst111ed splrlts, Z) Provide that an] or)g|nal
ohLszle 11cerise¯ shall be $12,D00, and 3) Make other non-substantiVe technical ~nd
clean-up amendments.

Fl~rw3kL ~;IJMI~A~Y
(F)Fcal Impact by Fiscal Year)

CodelOepartJnent    LA {Dollars in ~ousands)
~gency or Revenue CO PROP

2]O0/ABC ......... No/Minor Fiscal Impact---r ..... OBI/~.BC

Finance is neutral fiscally regarding AB gB~ an~ defers to the Business,
Transportation and Housing Agency an the policy implications. We note thai; the
Department of.A1cohollcBeverage ~ontrol (ABC).Indicates that the provisio~s
relatlng tel air trade contracts a~d price posting for distilled.spirits are .
not legally enforceable because they violate.She federal Sherman Anti~Trus-: Act
(Lewis-West¢o E Co. v. Alcoholic Beverage Control Appeals Board, IS6 C.A. :Id
BZg). The ABC Indicates teat Chapter IO has been inoperative for over ]~ ~fears
and thi~ bill would clean-up Chapter 10,

Additionally we note tha~ in 199g the original fee for general licenses was
increase(] to-$1g,O00 o~ 90 percent of the fair market value am ~be county.
whichever is less. The ABC Indicate~ that AB gBB would eliminate speculatlnn
since their ability to determine fa~r market value is llm|ted~ ABe Indicates
that the~.would not Incurany ~ddltlonal costs as a result of ABgBB.

$!)MRARY OF, I~H~NGES

Amendments to this bill s~nce our analysis of LEe original version include
followingsignificant ~n~ents which do not ~h~nge our posltlon:

~ Prnvid~s that the fee for (ny ori~(n~i o~-sa)e gener(l license ~uld be
by del(tlng provisions regarding gO percent of the f~|r market value ~s an
alternative method of fee assessment.

Makes other non-substantive technl:al a~d clean-up am_ndments.
Date

0
Analyst/Principal     Date_ ~ Prograr~Budget Manager
(743) James ~ Fqlpem)an ~M~ Willis T, Cl~rk

,...
De rt enl Deput~ D’i ~tor " ~ ’ ’ Date

o ~ O{fi~e: By: Date: Po¢ttien Noted~
Position App~ved~

Position Disapp~v~
~ ~SI5 FO~ D~3 (Roy 03/9Z Buff) .

r,,

U.’

¯ 1111
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As~esbly: 74/]
Senate: 38/0

Defer Lo P~s|ae$~. Tr~nspor+.’-t;ua AI/TN~: "
and Housing Agency

P9 9t]8 would: ]) Repeal, in the~ entirety, the p~Ovls~on~ ~elating to fair train
contracts ~nd pr$ce posting for d(sttlled spirits, Z) Provide that any ortglnal

clean-up a~md~ents.

Code/Depertment
Agency er Revenue

Ty~,e

21OO/N~ ........ No/Htnor F1$c~1 Impact-

Finance ~s neutral ~tscally and recoemends Lhts ball be defe/~-ed to the
Business, Transportation and HoustngAgency on the po]icy ImplicAtions. Me
note that the I)epa~ent of Alcoholic Bever~je Control (A~C) lnd|cates~hat the
p~ovtsions relattn9 to fair tr~Je contracts and price posttng for d~st]Tled
sptrtts are not legally enforceable b~ause they violate Lhe f~era~ Sherman
Antt-Tr~st Act (Le~ts-MesLco & Co. v. Alcoholic Beverage Control Appeul~ Boa~d,
136 C.A. 3<! ~9). The ABC tnd|cates thaL Chapter 10 has been lnol~e~att~e for
ove~ 12 y~ars and th~s btl1 would c]e~n-up Chapter

Additionally ~e note that In l~3Z the orlglnal fee for general l~censes was
Increased to $12,~ or ~ ~ent of ~ fatr~r~t val~ tn t~ c~nLy,
~tc~ver ts less. The ~ ~tcates ~at ~ ~ ~uld el]Mnate s~ulatt~
since Lhe~ ability La deteml~ fair ~et va~ue Is 11u~t~: ~ 1~cates
thut they ~uld not tncu~ ~ ~dtt~al costs ~s a ~sult oF ~ ~. ~ also
~l]eves the b~1t ~ld have no s~gntftctnt ~tct on Its ~venues. ~ ts
~c~t~.s~gnatu~ o~-thebi]l.

/mal
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REGULAR SESSION

ai~k lexve

Ch. 1028

m an amount to

~m~e~ it may be decreased to
in~. R~luctions amounts on’
The de~n~ and en~oreemen~;

(c) If the provi~ons of this section are in conflict with the prov~ions of a memorandum of
trade,standing reached pursuit ~o Set,on 3517~, the memorandum of understanding
be con~ without further leg~at~ve action, e.~ept that ff such provisions of a memoran-
dum of tmderstand~ng require the expend~tura of funds, the prov~ion~ shall not become
effective uuJess approved by the Leg~dature in the annual Budget

ALCOHOLIC BEVERAGES--SALE LICENSES--
FAIR TRADE CONTRACTS

C HAI~T~ 1028

No. 988

renumbex Section 25511 ot~ to amend, repeal, and add Section 7.5503~ ot~ to repeal Section
2550.~ of, and to repeal Chapter 10 (conuaeaclag with Section ~749) of Di~on 9 ot~ the
Bu~ine~m a~d Profes~olm Code, ~latiug to alcoholi~ ~erage~

[Filed ~ Secretary of State ~ 29, t99~]

LEGL~LATIVE COUNSEL~ DI~GEST

AB 988, T~eker. Alcoholic bever~ge~: fair trade eontmct~ and price posting.
Under existing law, the Department of Alcoholic Beverage Gontral se~s the fee for an

origina2 on-sale or ~f-sale general license accordiug ~o a vpec~ed formula, but in no event at
le~ tha~ $L2,0~0. The fee for an origiv~l on-sale general license for ~ona] bummers is
according to mother ~peci~ed formaL% trot in no event at less than ~9,000. Exig~g law
provide~ that an origin] on-sale or off-sale general Hcen~e for wi~eh a fee has been paid
lmrsu~nt to the above pr0v~ion may not be transferred ~or one year fullow~g its init~

T~ds ~ would ~ provide that an original on-~m~e or offqm]e genera~ license for which
a fee in er~ss of $12,000 has Been paid may not be transferred for one year following its
initial issuanee~ The bill would set the fee for an o "r~gin~ on-sale or off-sale general licemse at
$12,000, ~d would pr~de that much a license may not be l~m~fer~d fur 2 years following it~
initial issuance. It would delete the pro’~.~ion reL~~ an original ~n-~]e general Hcense for
seasonal businees.

Existing law authorizes the Department of Alcoholic Beverage Contr~I, in its discretion, to
i~ue an interim retmil permit to an applicant for any retail license to ~erate the premises
during the period an app~cation for a license at the premisee ~s pendb~g, subject to specified
conditions. Exiting law also sets forth reqairements f~r remewal of Mcoholic beverage

This bill would make tech~c£, c~rlfying ck~ges in these provi~om.
Existing law authorizes and regulates ~ fair trade contracts and the filing of price

li~ with the Department of Alcoholic Beverage ConU~, a~ specie&
This bill wuuld delete these tn~visiona
The Alcoholic Beverage Control Act provides that ~thing in th~ law prohibits a winegrvw-

er ~m giving or sel~ug v~ne, or a beer manufaet~lrer from g~ving or selling Beer, to certain

d ~ ~t ~ ~ I~ m~; ~r~ ~ a~.~s ¯ - ¯ 5201

LJ.J
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Ch. 1028 STATIJTES OF 1994

nonprofit organizations, as specified, at prices o~er ~m~ those contained in schedules filed
with the Department of Alcoholic Beverage

This bill would provide that dk~lled spirits mauufacturers and dist~ed spirits maunfa~ur-
ers’ agents are not prohibited from giving or selling distilled spirit~ to those nonprofit
orgsni~tions. The bill would also provide that licensed importers are not prohibited
giving or se]~ng beer, wine, or .dis~lled sphdts te those nonprofit o~tions.

Under e.x£st~g law, t~e holder of no more than 6 on-sale licenses may hold not more.than
I0~ of the stock of one corporate licensed beer manufacturer located in the County of Los

Th~s ~ would delete that provision.
Existing prov~ions of the Alcoholic Beverage Control Act know~ as ~ed-house" restric-

tions generally proh3~it an on-sale alcoholic beverag~ licensee from havlng an ownez~hlp
interest ~n an alceho]Je beverage manufacturer. Existing l~w allows as an exception to those
provisions a holder of no more than 6 on-sale licenses to own a microbrewery, and provides
that the on-sale licensee shall purchase no alcoholic beverages for s~le in this state other than
from s wholesale or winegrower licensee.

This bill wu~Id create an e~xcept~on to the requirement regarding purchase from a wholesale
or winegrower licensee for alcoholic beverages manufactured by the licensed beer manufac-
turer at a single |oc~ion contiguous or adjacent to the premises of the on-sale licensee. Th~s
bill would also allow, until January I, 1998, a holder of no more than one on-sale license and
one off-sah general license in Siskiyou County only to own a licensed beer manufacturex, as
specified.

Th~ peapl~ of ~h~ $~ of California do

SECTION 1. Section 23954.5 of the Business and Professions Code is amended to ~ead:
2~54.5. (a) An applicant for an orlginal on-sale general license slmll, at the time of filing

the application for the license, accompany the application with a fee as determined by the
department pursuant to subdivision (b) of this sectio~ At the time of filing an application for
a license, an applicant for an original oms~e general license for seasonal business shall
accompany the application wRh a fee as determined by the’ depa~nent pursuant to subdivi-
sion (b) of th~s sect~o~ An applicant for an o "ngina] on-sale beer and wine ]~cense shall
accompany the application with a fee of three hundred dollars ($~00). An applicant for an
original on-sale beer license slmll accompany the application with a fee of two hundred dollars
(~XI). An applicant for an original off-sale general license shall, at the time of filing the
application for the license, accompany the application with a fee as determined by the
department pul-su~t to subdivision (b) of this sectioa An applicant for an original off-sale
.beer and wine license or an origimtl license not spedfied in this section, shall accompany the
application with a fee of one hundred~ dollars ($100).

"Original omsale general license," "original on-sale general license for seasonal business,"
=original on-sale beer and wine license,~ ~original on-sale beer license," "origir~l off-sale
general license," and =original off-sale beer and wine license," us used in this division, do not
include a license lssued upon renewal or t~azmfer of a license.

(b) * = * The fee for an origins] on-sale general license or an original off-sale general
license shall be = * * twelve thousand dot[am ($12,000). * * *

(c) All money collected from the fees provided for in this section shall be in the Alceho]
Beverage Control Fund as provided in Seddon 25761.

SEe. 2. Section 24044.5 of the Business .and Professions Code is amended to read:
24044.5. (a) The depm-tment, in its discre~on, may issue an interim retail permit to an

applicant for any retail license to ~perate the premises during the period an application for a
license at the premises is pending and when all of the following conditious exL~

(1) The application has been protested pursuant to Art/de 3 (commencing with Section
24011).

(2) The department has marie a determination ba~d upon its investigation that the license
should be issue&

5202 Mdi~=m w dm~es i~dtcated by .undertOne; de~om ~ ~te~isk= * " *
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1993-1994 REGULAR SESSION Ch. 1028, § 2

(3) The applicant for the interim ret~ permit has ~led with the department ~n application
for issuance of a Iicer~e at the premises to himself or hers~

(4) The applica~on for the inter~ retail permit is accompanied by a fee of one hundred
doTlers ($100~

(b) An tntexim retail permi~ issued by the department pursuani~ to ~ section shall be for
a period not to exceed 120 days. An interim retail permit may be extended at the disere~ion
of the department for additional 120-day periods as necessery upon payment of an additional
fee of one hundred dollars ($100) and upon compliance w~th all conditions req~rl by this
section. Any interim ret~ permit issued by the department shall be autom~tlcally canceled
when a final determination made by the department regsrding the protests becomes effective
or when the application for the reta~ License is withdrawn, widchever occurs first. An interim
reta~ pern~ is a condi~onal petit and authorizes the holder thereof to sell slcoholic
beverages as would be permitted to be sold under the privileges of the Hcense for widch the
application hss been filed with the department. A~" conditions for which the applicant has
petitioned pursuant to Ar~cle 1~5 (commencing with Section 23800) of Chap .~r. 5 ~ apply to
any interim retail permit issued by the dep~rtment.
. (c) Purchase oL beer and wine by the holder of an interim reta~ permit shal~ be made only

upon payment before or at the time of delivery in currency or by check
spirits by the h~Ider of an interim retail permit sh~ be made on)y upon payment before or at
the time of delivery in currency or by certffied check. However, the holder of an interim
retail permit, who also holds one or more retsil Hcenses and is opera, ins under the retail
License or licenses in addison to the interim retail ~xmit,.and who is not delinquent under the
provLsions of Section 25599 as to any retail l~cense under which he or she operates, may
purclmse alcoholic beve~ges on credit under the intexim retail

(d) AII checks r~ived by a seller for beer or w~e purchased by the holder of an ~ntexim
retail permit shall be deposited not la~ than the second business d~y following the date the
be~r or w~ne is delivered.

A check dishonored on presentation shall not be deemed payment~ The reedpt by the
seller or his or her agent in good f~ith from a holder of a temporary permit of a check
dishonored on presentation shall not be cause for disciplinary action against the seller.

(e) Issuance of the license for which the holder of an inter~n reta~ permit has filed an
application sha!l not be approved by the depa~’~nent unt~ the holder of the inte~-~n retail
pe.x~t has filed with the department a statement executed under penalty of !~n’jury that all
current obligations have been d~scherged, and that all outstanding checks issued by hhn or
her in payment for alcoholic beverag~ w~l be honored on presentation.

(f) It shall not be a violation of tlds section or grounds for disciplinary action for any
licensee to extend credit to the holder of an interim retail ~ or to receive payment ~m
the permittee in a rammer other ~han authorized herein unless the seller has knowledge of the
&ct that the purchaser was oper~ting under an ]n~-im reta~ permit. Knowledge of the
znay be established by evidence, including, but not Kmited to, evidence that> at the t~ne of
receipt of payment or the exte~ion ~" credit~ the ~ise~ operated under an interim retai]
permit were posted with the notice required by Section 23985, or the holder of the interim
reta~ permit has recorded notice as required by Section 24073, or the holder of the interim
ret~l permit has published notice as required by Section 239~, or the holder of the interim
ret~ per~d~ "t has recorded and publish~cl notice pm-suant to Division 6 (mmmencing with
Section 6101) of the Commer~l Code.

(g) Rei~sal by the department to ~ue or e~tend an intexim retail permit shall not entitle
the applicant to petition for the permit pursuant to Sect~en 24011, or to a heaz~ing pursu~mt to
Section 2401~ Articles 2 (commencing with Section ~ and 3 (commencing with Se~on
24011) sh~ not apply to interim retail permit~

(h) Notwithstanding any other prvvision of lsw, the department may, in its discretion,
cancel or-suspend summRrity at may ~ an interim retail permit if the department
determines that good cause for the cancellation or suspension exists. Chapter 8 (commencing
with Se~on 24300) shall not apply to interim retail permits.

(1) Application ~or an inter~n retai] permit shall be on any form the department shall
presc~e. [f an application for an i~ter[m reta~ pe~n]t is withdrsw’n before issuance or is

Xddltioas o~ rimwes iadica~ed by undedin~; d~5ons 5y asle~isk~ ’ " *     520,~
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Ch. 1028, § 2 STATUTES Ole 199~

refased by the depar~ent, the fee that accempazLied ~he application ~ be rdunded in
and Section 23959 ~ * * shall not ap--~y. Fee~ received by the dep~-tment for iss~m~ce of
interim re~d] perm~ shall be deposited in the Alcohol Beverage Control Ftmd a~ provided in
Scion 25761.

SEC. 3. Section 24048 of the Business and Professions Gede is amended to rea&
2404~ Every l~cense, other ~ a temporary license or a daffy on-sale general I/cease

issued pursuant ~ Section 2404&1, is renew~e unless the li~nse J~s been revoked if the
renewal application is made and the fee therefor is p~id. All licenses expire at I2 midnight
the |a~ day of ~he mon~h posted on the license. A]] licensee issued sh~ he renewed
follow~

(a) On or ]~efore the ~ of the month preceding the month posted on the l~cen~e,
depar~ent sh~ll mail to each licensee at his or her licensed premises, or at any other
address that the licensee tins designated, an application to renew the Hcense.

(b) The application to renew the license may be filed before the license exph’es upon
p~yr~en~ of the annual fee set forth in Section 23320.

(c) For 60 days after the Hcense expires, th_~e license may be renewed upon payment of the
annual renewal fee set forth in Section 23320 plus, a penalty fee_ tha__~t shall be equal to 50
percent of the r~uai fee.

(d) Unless otherwise retreated, or unles~ renewed pursmmt to subdivision (b) or (c) of
~ se~on, a license that i~ in effect on t~e month po~d on the license continues in effect
through 2 a~ of the ~ day following the month posted on the license, at wizich time
automatically canceled.

(e) On or before the 10th day preceding the canceliatio~ of ~ license, the department shsi]
ma~ a notice of cancellat~on to each lic~.see who has not either filed an applicat~en to renew
his or her ~icense or notified the depar~ent of h~ or her intent not to do so. Failure to ms9
the renewal application in accordance with sulxtiv~on (a) or to wail the notice provided in
this subdivisien sh~II not continue the right to a license.

. (f) A license tha~t has been canceled pursuant to subdivision (d) of ~ so.ion may be
reinstated during the 30 days immediately following cancellation upon payment by c~der’s
check or money order of the annual renewal fee ~et forth in Section 23~20 plus a penalty fee
that shall be equal to 100 percent of the annual fee. A license that hes been canceled,
pursuant to subd3vision ~d) of this secgon and that has not been reinstated within 30
pursuant to this subdivision is automatically revoked on the 31~t d~y after ~he license has
be~n eaneelsd.

(g) No renswal application sha~ be deen~ed ~ed wit~Lia ~hs meaning of thh se~ion
~s doeament itself has been a~y ddi~ered to, and the requh’ed renewal fe~ l~as beea l~d
at, any office o~ the department during of Sce hours, or u~]ess both the document and fee have
been Kled and remitted pursuant ~o Section 11003 of the Gov~t Code.

SEG. 4. Section 24072,2 of the Businem and Professions Gode i~ amended to read:
24072~2. Any person who has an on-sale license issued for a bona ~de poblic eating place

may exchange his or her license for a similar license for public premises, as defined in Section
23039, and m~y person--~’~o l~s such a license issued for public prembes may exdmnge his or
her License for s similar license for a bona ~de pnblic eating place. * * * The ~ge may
be made at the time of renewal of the license sought to be exchanged, and not more than once
between renewal periods, upon the approval of the department, the payment of an exchange
tee of one hundred dollars ($100), and compliance with the provisions of this .division relating
to the ~uznce of an original l~cense. All money collected from the fee provided for in this
section shall be deposited directly ~n the * * * Alcohol Beverage Control Fnnd a~ provided in
Section 25761.

SEC. 5. Section 24079 of the Business and Professions Code is amended to re~d:
24079. (a) The pm~hase price or con~deration that may be paid by a trvJ~’erec or

received by ~ tr~tstaror of an on-sale general license or o~-sale general ~icense orig~a~
issued on or aY~er June 1, ]961, shali not exceed six thousand doIla-~ (~,0O0), vxc~p~ that
a_e~er s period of f~ve years ~rom the date of the orlginal issuance of the license there shall be
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no resection as to the purchase price or consideration that may be paid by a tx~nsferee or
received by a tramferor.

(b) Notwi~ding ~ubdivision (a), any original on-~ale general license or any ~uriginal off-
sale genera] l~cense for which a fee in excess of ~ thousand dollars (~121000) has been
paid pursuant to subdivision (b) of Section 23954.5 may not be transferred for one year
following its Luil~al issuance. ARer one year, this license may be transferred and there shall
be no restriction as to the purchase price or consideration that may be pa~d by a transferee or
received by a transferor.

(c) Any origimd on-sale general license or any original off-sale general license for which an
£rigind fee of twelve thou~sand dollars ($12,000) was paid shall not be transferred for
ptu’dume price in excess of twelve thousand dollars (~12~0(~)) for t=wo years following its ~
~ance~ After.two years, this license may be transferred and there shall be no restriction as
tg. the pixrcha~.e price or consideration that may be paid by a transferee or received by a
transferor.

SEC. 6. Chapter 10 (commencing with Section PA’/49) of Division 9 of the Business ~and
Professions Code is repealed.

SEC. 7. Section PA503.9 of the Business and Profes~ons Code is amended to read:
2~503.9. Nothing in this division prokn’bits a winegrower from giving or selhng * * * wine~

a beer manufacturer from giving or selling * * * beer~ a dist~ed spirits manufactarer or
distilled spirits manufacturer’s ~gent from.~ or selling distilled ~ts, or a licensed
importer from ~ or selRng beer~ wine, or dialled spirits at prices other than those
eontained in schedules filed with the department~ to any of the following:.

(a) A nonprofit charitable corporation or association exempt from payment of income taxes
under the provisious of the Internal Revenue Code of 1954 of the United States and Chapter
4 (commencing with Section 23701) of Part 11 of Division 2 of the Revenue and Taxation
Code.

(b) A nonprofit incorparated trade association thai. is ~xempt from payment of income
under the provisions of the Internal Revenue Code of 1954 of the U~Jted States and Chapter
4 (commencing with Section 23701) of Part 11 of Division 2 ~,f the Revenue and Taxation
Code, and the members of which ~-sde ~ssoeiation ar~ licensed under this division * *
Howeve-~, * * * the wine~ beer~ and dished spirits shall be used solely for a convention or
rne~ ring of the nonprofit incorporated trade assoda~ion.

(c) A nonprofit corporation or ass6dstion that is exempt from payment of income taxes
under the provisions of the Internal Revenue Cycle of 1954 oft.he United States ~nd is defined
as a tax exempt organization under Section 23701a, 23701d, 23701e, 237{}1f, or 23701r of the
Revenue and Taxation Code, Wine~ beer~ and distilled spirits g~ven or sold by a winegrower~
beer manufacturer~ distilled spirits manufacturer1 dist.~lled spirits manufacturer’s ag~t~ or
licensed import_, pursuant to this subdivision may be furnished only in connection with public
scrvico or fundraising activities including picnics, parades, fairs, amateur sporting events,
agriCultm-~l exJ~i~ions, or similar events.

SEC. 8. Section 2550&20 of the Business and Professions Code is repealed.
SEC. 9. Section 25503,28 of the Business and Professions Code i~ amended to read:
25503,28. (a) blotw~thstanding any other provision of this division, ’ * * the holder of no

more t~zn six on-sale licenses, or any officer, director, employee, or agent of that lleensee, or
the holder of n£ more than one on-sale license and one off-sale general licg. n...se in a cormt7
the ~h class onl,y~ ~r any officer, director, employee, or a~ont of tha~licensee, may own a
¯ * ’ licensed beer manufacturer holding s license pursuaat to paragraph (a) of subdivision
(1) of Set’don 23320, * * * and may serve on the board of directors and as an officer ~r
employee of * * * a licensed beer manufacturer.

(b) An on-sale licensee specified in subdivision (a) shall purchase no alcoholic beverages for
sale in this state other than from a wholesale or winegrower licensee, except for any alcoholic
~beverages manufactured by the ~cen_sed beer manufacturer at a single location contiguous or
~jacent to the premises of the on-sale lleense~
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(c) "ISle Legishture finds that i~ is necessary and proper to require a seps~at~on between
manufacturing interests, wholesale ’interes~ and retail interest3 in the production and
dist~oution of alcoholic beveragee in order to prevent suppliers from dominat~g local
markets t~wough vertical integration and to prevent exce~ive sales of alcoholic beverages
predueed by overly aggressive marketing teahniques. The Legislature further finds that the
exception established by this section to the general proh%ition against tied interests must be
limited to its expressed terms so as not to undermine the general trotu’vition, and intends
that tl~ section be const~ed accordingly.

(d) This section shall remain in effect only un~l January..17 1998~ ~d as of that date ia
~__pealed-

SEC. 10. Section 25503.28 is added to the Busines~ and Professions Code, to read:
255~.2& (a) No~vithstanding any other provision of this division, ths holder of no more

than six on-sah licenses, or any officer, director, employee, or agent of that licensee., may own
a licensed beer manufarYau-er holding a license pursuant to paragraph (a) of subdivision (1) of
Section 23320, and may serve on tho board of directors and as an o~car or employee of a
licensed beer mamCacturer.

(b) An on-~le licensee specified in sul~Tision (a) shall purchase no alcoholic beverages for
sale in this state other than from a wholesale or winegrower licensee, except for any alcoholle
beverages manufactured by the licensed beer man~factarer at a single lock, on contiguous or
adjacent t~ the premises of the on-s~e licensee~

(c) The Legislatare finds that it is necessary and proper to require a separation between
manufacturing interests, wholesale intexests, and retail interests in the production a~d
distr~ution of alcoholic beverages £n order to prevent suppliers f~m dominai:Ing local
markets through vertical integration and to prevent excessive sales of alcoholic beverages
preduced by overly ~gressive marketing techniques. The Leg-ishtm-e further finds that the
exception established by this section to the general prohibition ageinst tied interests must be
limited to its expressed terms so as not to undermine the general proh~ition, and intends
that th~s se~on be construed accordingly.

(d) This section shall become operative on January 1, 1998.
SEC. 11. Section 25511 of the Business and Professions Code, as added by Section 1 of

Chapter 907 of the Statutes of 1993, is amended and renumbered to read:
25512. (a) Notw~hstanding any other provision of this division, any licensee or officer,

dir~, employee, or agent of a licensee that holds no more than eight on-s~e l~censcs may
als~ hold not more than I&67 percent of the stock of a corporation that holds beer
manufacturer licenses issued pursuant to paragraph (I) of subdivision (a) of Section 2~20
that are located in Sacramento, Placer, El Dorado, Marin, or Napa County, and may serve on
the board of directors and as an officer or employee of that corporate licensed beer

. manufacturer.
(b) An on-sale licensee specified in subdivlsion (a) shall purchase no alcoholic beverages for

sale in this state other than from a licensed wholesaler or winegrower.
(c) In enacting this section, the Legislature finds that it is necessary and proper to require

a separation between manufacturing interests, wholesale interests, and retail interests in the
production and distr~ution of alcoholic l~werages in order ~ prevent suppliers from
.dominatLng local markets throush vertical integraffon and to prevent excessive sales of
alcoholic beverages produced by overly aggressive marketing techniques. 2~ne Legislature
further finds that the excepVlon established by this section to the general prohr~ition ag~nst
tied-house inter~ts must be limited to its expressed terms so as not to undermine the general
prohibition, and intends that this section be construed accordingly.

5206 Add’~ons or r, banOeS ~iicated l)y unde~l~; delolions by a~risl~ ¯ * ¯
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